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AUSTRIAN KEY ECONOMIC INDICATORS 


Unless otherwise indicated, all values in billions 
of Austrian Schillings (AS) and millions of US Dollars 
and represent period averages. % Change 
1975 1976 1976 vs. 1977 est. 
(AS Bill.) (AS Bill.) 1975 a/ (AS Bill.) 
Exchange Rate: US$1.00 = AS17.42 AS17.95 AS16.69 
(Jan-Oct. av.) 
INCOME, PRODUCTION, EMPLOYMENT 
GNP at Current Prices 654.4 728.7 801.0 
GNP at Constant (1964) Prices 363.7 382.7 397.6 
Per Capita GNP, Current Prices AS87,000 AS97,000 AS106.820 
Plant & Equipment Investment 174.5 189.3 213.0 
Net Mass Income b/ 346.0 380.9 416.1 
Indices: 
Industrial Production (1971=100) 111.4 118.5 124.4 
Avg. Labor Productivity (1971=100) 111.9 121.7 126.0 
Avg. Industrial Wages (1956=100) 532.2 581.1 633.4 
Labor Force (1000s) 2,711 2,741 2,972 
Avg. Unemployment Rate (%) 2.0 2.0 


MONEY AND PRICES 
Money Supply (Ml) c/ 147.0 
Interest Rates (Central Bank) (%) é 4.0 
Indices: 

Wholesale Price (1964=100) 

Retail Sales (1973=100) 


BALANCE OF PAYMENTS AND TRADE 
Gold & For, Exchange Reserves c/ S07 2,210 
External Federal Debt 35.0 1,948 
Annual Debt Service 4.5 253 
Balance of Payments e/ - 28.4 1,621 
Balance of Trade 7 - 54.0 3,006 
Exports, FOB 152,32 8,474 
U.S. Share 4.0 222 
Imports, CIF 206.1 11,481 
U.S. Share 4.8 6.2 344 
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MAIN IMPORTS FROM THE U.S.: (Jan-Jun 1977; $ million) 

Non-electric machinery, excluding business machines (29.2); business machines (15.1); 
basic chemicals & compounds (15.1); vehicles, including airplanes & boats (12.1); elec- 
trical machinery & equipment (10.8); metal ore & scarp (10.5); feedstuffs (4.7); tobacco 
(4.6). 


Footnotes: 

a/ Changes based on u&rounded Schilling rather than Dollar converted values 
Income of dependently employed persons plus transfer payments, after taxes; 
excludes self-employment income 
Year-end figure 
Since June 10, 1977 
Current account plus balance of long-term capital transactions. 
Deterioration 
excluding valuation changes resulting from currency realignments 

Sources: Austrian National Bank, Central Statistical Office, Austrian Finance Ministry, 
Austrian Institute for Economic Research 





AUSTRIA 


Summary 


Austria's recovery from the 1975 recession is levelling off. Indus- 
trial production has been virtually stagnant since spring. Exports 
rose by 8 per cent during the first eight months of 1977. Imports 
are running about 15 per cent over 1976. The result has been 
further growth in the deficit in Austria's external balance, 
increased foreign borrowings and a decline in foreign exchange 
reserves. The federal budget deficit also has continued to 
increase at a high rate. Unemployment has remained under 2 per 
cent and price inflation is down to under 6 per cent. Consumption 
and investment also have held to fairly respectable levels. 
Earlier forecasts for 1977 and 1978 economic performance have been 
revised downward. The Austrian Institute for Economic Research is 
now forecasting a 4.0 per cent real increase in 1977 GNP (earlier 
estimate 4.5 per cent) and 1.5 per cent in 1978. The Institute 
predicts that investment growth will decline from 6.5 per cent 

in 1977 to 1.5.per cent in 1978... A further drop in the inflation 
rate from an average 5.7 per cent in 1977 to about 5 per cent in 
1978 is foreseen. Unemployment is expected to rise to about 2.5 
per cent next year. Austria's other leading research institute 
(Institute for Advanced Studies) also foresees a period of 
considerably slower growth ahead. 


Late last spring the government revised its expansive policy starting 


with a tightening of credit. Measures to restrict imports also 
have been introduced since then. In September the government an- 
nounced a proposed austerity package intended to reduce budget and 
balance of payments deficits. The package has received consider- 
able criticism but the government has the votes to enact the 
required legislation. 


With the dollar currently 7 per cent below its value of a year ago, 
U.S. sales in Austria have not diminished even with the government 
campaign to reduce imports. In the first eight months of 1977, 
imports from the U.S. rose 20 per cent over the same period in 1976. 
Exports to the U.S. were up 24 per cent. The balance of trade for 
the period was in favor of the U.S. by about $84 million. 


High technology items continue to offer the best prospects for U.S. 
exports. Some agricultural products such as canned fruits may 
encounter growing difficulty in the Austrian market, as might some 
cameras and film affected by the new tariff rates. Overall, 
however, the U.S. is expected to maintain its market share with 
prospects for increases in certain sectors above average. 


End summary. 





Page 4 
Current Economic Situation and Trends 


The six months since the last Trends Report have seen a definite, 
albeit limited, weakening of the Austrian economy, the intro- 
duction and proposal of new austerity measures, and downward 
revisions of projected economic performance. The overall 
outlook continues generally favorable, but some soft spots 
are evident. In July, the dollar reached a post-war low 
($1.00 = AS 15.98) and by November was only slightly above 
that low. The two leading economic research institutes, 
linking Austria's situation to the general downturn in the 
world economy, agree in their assessments that Austria's 
economic prospects have deteriorated and by roughly similar 
amounts. 


According to the semi-official Austrian Institute for Economic 
Research (AIER), lessening external demand combined with 
restraints on domestic demand prompted by the need to reverse 
a sharp rise in the budget and international payments 
deficits, will limit the rise of real GNP to 4 per cent this 
year and to about 1.5 per cent in 1978. Earlier estimates 
had been 4.5 per cent and 3 per cent respectively. The 
increase of private consumption -- currently expanding at 

a 6 per cent rate and likely to go up until the end of the 
year as consumers rush to purchase "luxury" items due for 

an increase in value added tax (VAT) from 18 to 30 per cent 
on January lst -- is expected to slow down to about 2 per 
cent in 1978. This trend will be reinforced by more restric- 
tive consumer credit policies. 


After a 6.5 per cent rise in 1977, investment is estimated by 
AIER to expand by only 1.5 per cent next year. The government 
has announced, however, that it intends to invest heavily 

in construction in the Austrian railway system and in the 

road and highway net. These investments reflect in part 

the government's commitment to full employment, which will 

be given further stimulus if more serious deterioration 

should threaten. Employment reached a new high in August 1977 
and the unemployment rate ran below expected levels through- 
out the year, averaging 1.8 per cent on an annual basis. The 
unemployment rate in 1978 is expected to rise to an average 
level of about 2.5 per cent. 


Average earnings of white and blue collar workers in industry 
were 9.6 and 8.8 per cent higher, respectively, in January- 
June 1977 than in the same period of 1976. As the inflation 
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rate has continued to fall, trade union leaders have exercised 
further restraint in wage demands. Wage settlements in the 
next six months are expected to range from 7 to 8 per cent. 

If the 1977 inflation rate of 5.75 per cent declines somewhat 
in 1978 as predicted, real earnings of workers should increase 
sufficiently to preserve a relatively peaceful social climate. 


In 1978, AIER expects the growth in commodity exports to 

drop to 3 per cent and imports to decline to 1 per cent 

(all in real terms). Inflation, which is estimated to average 
5.7 per cent this year, is seen at around 5 per cent in 1978. 


The Institute for Advanced Studies (Ford Institute) (FI) offers 
a similar but less pessimistic forecast for 1978 -- GNP up 

2.6 per cent, private consumption 3.6 per cent, investments 

4 per cent, exports 4.2 per cent, and imports 2.7 per cent. 

The FI endorses the AIER estimate for unemployment in 1978, 

but predicts increases to 4 per cent and even 5 per cent 

in 1979/80 unless certain actions are taken, e.g., a 

reduction in foreign laborers, and in the work week with a 
corresponding reduction in pay. FI estimates a 5.7 per cent 
inflation rate in 1978. 


A growing number of industrial sectors have reported a 
Significant downward trend in the volume of new orders, and 
a further decline in the utilization of available capacities 
is generally foreseen. Basic industry is especially hit by 
the fall-off. In the non-ferrous metal industry and the 
metallurgical branches of the iron and steel industry, the 
overall volume of orders on hand as of the end of August 1977 
was, respectively, 24 per cent and 35 per cent lower than a 
year earlier. Because manufacturers of commercial and 
speciality steel continue to be faced with declining orders, 
with no early improvement foreseeable, the introduction of 
shorter hours, training courses during working hours and 
other measures to reduce employment are already underway. 


The latest revision of Austria's energy plan -- an outline 
attempting to project the supply/distribution pattern over 
the next 15 years -- is substantially changed from previous 
versions in that the latest revision no longer provides for 
two nuclear plants in addition to the first facility now 
nearing completion. In commenting on this change, GOA 
officials stressed that in the years ahead Austria will 
concentrate on the expansion of conventional power plants 
with further decisions concerning the expanded use of 
nuclear power to be made at the turn of the century. 
Austria's electric power companies -- although convinced 
that they will be unable to meet growing demand over such a 
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long period without nuclear technology -- have revised their 
long-term investment schemes accordingly; they will try to 
meet demand through an accelerated expansion in conventional 
power generating capacity. According to a recently revised 
plan, power companies in the next ten years will install 
conventional facilities -- both hydro and thermal -- with 

a capacity of 6,700 megawatts, thus increasing the country's 
total generating capacity by nearly two-thirds. 


For the second straight year, Austria produced large grain 
and sugar beet crops in 1977, thus assuring domestic 
supplies plus availabilities for export until the next 
harvest. The livestock industry also continued to produce 
in sufficient quantity to ensure exports of meat and dairy 
products which are important foreign currency earners. 
Despite this abundance of home-produced farm staples, the 
country's agricultural trade deficit -- $644 million in 
1976 -- will hit a new peak in 1977. In part, this reflects 
increased prices for certain tropical and sub-tropical 
products. In addition, exports of grains and sugar, which 
had helped earlier to decelerate the growth in the farm 
trade deficit, are no longer practicable in view of the 
sharp decline in world prices for these commodities. Faced 
with this situation, the Austrian Government is pondering 
ways of cutting back agricultural imports. As a first 
step, unilaterally granted tariff reductions for several 


kinds of fruits and vegetables were withdrawn effective 
November 1. More rigorous inspection of imported food 
products for unauthorized additives and pesticide residues 
may also impede imports. 


In the wake of the continuing rise in the deficit on current 
account and in the federal budget, the GOA late last spring 
reversed its mildly expansive economic policy course starting 
with a tightening of credit curbs. As of June 10, both the 
central bank and the Lombard rates were raised by 1.5 points 
to 5.5 per cent and 6 per cent respectively, and new bank 
lending was limited to 1.1 per cent of the amount of credit 
outstanding on March 31, 1977 per month. In addition, the 
Austrian National Bank attempted to induce banks to intensify 
investment financing at the expense of personal loans. The 
fast expansion of the latter had greatly contributed to the 
boom in private consumption, a large portion of which was met 
by imports, thus boosting the trade deficit. In the first 
five months of 1977, the trade gap was 25 per cent higher 
than in the same period last year; by the end of September, 
the increase had risen to 3l per cent. In 1976 the trade 
deficit had increased by 66 per cent. Developments in trade 
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in 1977 have been accompanied by the virtual stagnation of 
net earnings from international tourism since the 9 per cent 
rise in receipts from foreign visitors was offset by an 18 
per cent increase in expenditures abroad by Austrians. Those 
were the two main factors which caused a doubling in the 
current account deficit over 1976 levels. The resultant 
drain on foreign exchange reserves (which declined by 12 

per cent in the first eight months to AS 35 billion) and 

the National Bank's credit curbs were reflected in a drop 

of Ml growth from an average 17.5 per cent in the first eight 
months of 1976 to 5.3 per cent in the corresponding 1977 
period. This figure is below the inflation rate. The 
resultant liquidity squeeze boosted short term money rates 
and credit costs by about 3 points since last spring and 

also affected the domestic bond market, which prompted the 
government to make larger-than-intended borrowings in 

foreign markets where costs were cheaper. Since compliance 
with the Central Bank's credit guidelines has not been fully 
satisfactory, the Bank announced on November 9 a reduction in 
the general limit of 1.1 per cent for personal loans to 0.55 
per cent, effective January 1, 1978. 


In September, the Austrian Government proposed legislation for 
an austerity package to reduce budget and balance of payments 
deficits. Through the increase in the VAT mentioned above, 
increased pension contributions by employees and employers, 
abolition of certain tax benefits for businesses and savings 
institutions and related measures coupled with some 
expenditure reductions, the package is designed to reduce the 
budget deficit by some A.S. 14 billion. While these proposals 
have encountered considerable criticism from opposition 
parties and the private sector, their enactment seems assured. 
The Socialist Government of Austria has an absolute majority 
in the Parliament and national elections are not due until 
1979. 


The 1978 budget calls for outlays of A.S. 267.4 billion, 
revenues of A.S. 227.1 billion and a deficit of A.S. 40.4 
billion. Excluding debt redemption of A.S. 16.3 billion, 

the estimated deficit would be nearly 30 per cent smaller 
than in 1977, and is estimated to equal 2.9 per cent of GNP 
compared with 4.2 this year. Outlays and receipts in 1978 
are estimated to increase by 7 per cent and 1l per cent over 
estimated results for 1977. A contingency budget of A.S. 5.3 
billion is provided in case GNP growth falls short of the 7 
per cent target by one point. 
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Although the "hard Schilling" policy continues to draw 
criticism, the Government remains firmly committed to its 
maintenance, at least for the time being. From January 
through August, Austrian imports totaled A.S. 150 billion, 
an increase of 15.4 per cent over the same period last 
year. Exports were up 8.3 per cent to A.S. 104 billion. 
The trade deficit for the period was A.S. 40 billion, 

up 35.3 per cent. A total trade deficit of A.S. 59 
billion is forecast for 1977. 


Implications for the United States 


Continued high import demand and a further decline in the 
value of the dollar vis-a-vis the schilling helped to 
produce an increase of over 30 per cent in the dollar 

value of U.S. exports to Austria during the first eight 
months of 1977. This boosted the U.S. share in Austrian 
non-oil imports from 3.1 per cent to 3.3 per cent. Given 
the current economic slowdown and its expected continuation 
in 1978 and GOA measures aimed at curbing imports, similar 
progress is not likely to occur next year. However, since 
most of the import-restricting measures appear to be 
directed against consumer goods, which are of only marginal 
interest to U.S. suppliers (with the possible exception of 
plate cameras and films), U.S. exports should maintain their 
share of the Austrian market. 


In its "Best Prospects" report, the Embassy describes 
several product lines whith should have particularly high 
sales potential in Austria, based on such factors as size 

of local market, U.S. technological lead, absence of local 
production, and price competition. These items are also 

the focus of the Embassy's trade promotion activities. The 
best prospects identified in our latest report (Vienna A-393 
of September 16, 1977) include: production equipment, test 
and measuring instruments and other components for the 
electronics industry; minicomputers and business automation 
equipment; health care and biomedical equipment; and 
laboratory and scientific process control instruments. Leisure 
time products also appear to have a growing potential in 
Austria. 


U.S. agricultural exports to Austria will continue to 
consist largely of such bulk commodities as soybean meal, 
raw tobacco, and hides and skins. A small but growing 
market for U.S. pork variety meats has emerged as a result 
of the abolition last year of a veterinary ban against 
U.S. raw pork. U.S. canned fruits, now a staple item in 
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Austrian food stores, may find it more difficult to hold 
their own in the face of mounting competition from other 
countries and stricter enforcement of Austrian food 
regulations. 


Among major projects, the Austrian Government's plans for 
a joint civilian-military automated air traffic control 
and surveillance system (now in the final stages of 
procurement) offers attractive opportunities for U.S. 
firms. The Government is presently evaluating bids for 
the project's computer hard and software. No new nuclear 
plants are planned for the time being, but non-nuclear 
energy producing capacity will be significantly expanded 
in the period ahead. Austria is also planning major 
purchases of new medical equipment for hospitals around 
the country. To facilitate competing in the Austrian 
market, U.S. exporters should avail themselves of the ser- 
vices provided by the Departments of Commerce and Agricul- 
ture and the American Embassy. The Agent/Distributor 
Service, which Commerce offers, not only can assist in 
locating a suitable agent or distributor, but often can 
provide an indication of market potential from the 
responses received. Acquiring a good agent or distributor 
is essential to ensure continued sales. Most Austrian 
distributors prefer to deal direct with the U.S. supplier 
rather than a distributor or agent in another country. 

The American supplier also should provide after-sales 
service and the rapid delivery of spare parts. This 
follow-up service is most important where competition is 
very sharp. Finally, American exporters must be prepared 
to meet competition from EC and EFTA member countries which 
now enjoy duty free entry to Austria for most industrial 
products. There are several suitable trade fairs in 
Austria for individually exhibiting U.S. products from 
automotive equipment to electronics components. In 
addition, the Embassy and the US Department of Commerce 
sponsor various types of promotions during the year, rang- 
ing from catalog exhibits to technical sales seminars and 
trade misions. For more details regarding these events, 
American exporters should consult the Department of” 
Commerce. 


The Austrian Government generally welcomes productive 

foreign investment, viewing it as an adjunct to its full 
employment policy. Full foreign ownership is permitted, 
but some American firms have found joint ventures to be 
advantageous. Many American firms have found Vienna to 
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be a good base for operations to develop Eastern European 
markets, but the new tax and related policies presently 
moving through the Parliament will affect certain 
advantages. 


In the area of foreign trade policy, U.S. and Austrian 
objectives are generally compatible. Austria, which is 
heavily dependent on trade, shares U.S. interest ina 
successful outcome of the Tokyo Round of multilateral 
trade negotiations. At the same time, Austria often 
takes positions closer to those of its EC/EFTA partners 
on individual issues. Although Austrian measures to stem 
the growing import tide appear not to affect many American 
products, U.S. exporters can expect increasing insistence 
on some measure of economic compensation on large govern- 
ment contracts or major projects. Such offset arrange- 
ments may take many forms including local assembly, 
purchase of components, or outright purchase of Austrian 
goods for sale in the United States or third country 
markets. 


In summary, some luxury-item exports from the U.S. will 

undoubtedly be affected by the new import restrictions, 

but the lower cost and technological advantages of 

U.S. goods in general should lead to market share expan- 
sion in a number of sectors. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 








EAST-WEST FRADE 


Market Data Package 


A New Market Research and Evaluation Tool 
Custom-Made for Your Company’s Product Line 


Each Market Data Package contains: 


e Projected U.S. export potential in eight Communist countries. 


e Exports, including trade shares, by the United States and other Western 
nations to the Communist countries. 


¢ Communist country exports to the United States and other Western nations. 


© Detailed U.S. export-import trade with each Communist country. 


e Names and addresses of the Communist country Foreign Trade Or- 
ganizations purchasing your product. 


The eight Communist countries are: 


The U.S.S.R. German Democratic Republic 
Bulgaria Poland 

Czechoslovakia Romania 

Hungary People’s Republic of China 


SEND FOR YOUR FREE 
BOOKLET DESCRIBING 

the East-West Trade Market 
Data Package and find out how 
to order the data package in 
which you are interested. 


mee: Sonee 


jv mon i 


Name 

Address 

City, State 
Company, Title 


Mail To: 


Office of East-West Trade Development, MDP 
Bureau of East-West Trade 

U.S. DEPARTMENT OF COMMERCE 
Washington, D.C. 20230 








